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PHILIPPINES: KEY ECONOMIC INDICATORS 


All values in US$ million unless otherwise indicated 


Exchange Rates (average for periods covered): First Annual 
1981: P 7.8996 Half Percent 
1982: P 8.5406 1981 1982 1983p/ Change a/ 
1983: P 9.7688 

INCOME, PRODUCTION, EMPLOYMENT 

GNP at current prices b/ 38, 393.8r/ 39,346.0r/ 18,530.2 

GNP at 1972 prices b/ 12,151.8r/ 31 ,552.5¢/ 5,141.2 

Per Capita GNP, current prices b/ $. 775.2/ $ 775.42/ $ 358.8 

Gross domestic capital formation on durable 

equipment, 1972 prices b/ 1,455.4 1,348.0 587.6 

Personal income, current prices b/ 29,298.4r/ 30,264.9r/ 13,925.6 

Indices (Average for the period) 

Mining (physical vol. production) (1972=100) 166.2 NA NA 
Manufacturing (value of prod. per employee) 

(Jan 1981=100) 110.8 121.5 138.7 
Average labor productivity at current 
prices c/ $1, 787.9 $1, 848.9 NA 

Average industrial money wage d/ P 31.82r/ P 31.82r/ P 34.40 

Labor force (000 workers) (Mar'83) 19, 005r/ 19, 980p/ 19, 408 

Average unemployment rate (%)(Mar'83) 5.2 4.4 5.9 
MONEY AND PRICES 
Money supply b/ 2,977.8 2,754.6 2,358.6 

Interest rate (%) e/ 15.6 14.2 14.2 

Indices: Manila (average for the period) 

Wholesale prices (1978=100) 159.2 176.3 184.5 

Consumer prices (1978=100) 158.7 176.2 183.7 
BALANCE OF PAYMENTS 

Central Bank gross reserves f/ 2,707.0 2,542.7 2,282.5 -10.2 
Outstanding external debt 14,826.3 17,262.8r/ 18,054.4 18.2 
Annual debt service burden i, voaeD 2,226.8 =o 
Annual debt service ratio (%) g/ 19.1 19.4 -- 
Balance of payments -560.0 -1,135.0 -17.4 
Balance of trade -2,223.7 -2,646.3 . -1.9 
Exports, f.o.b. 5,722.0 5,020.6 ° -7.9 
U.S. share (%) 30.4 31.6 ; 4.5 
Imports, f.o.b. 7,945.7 7,666.9 -6.4 
U.S. share (%) 22.5 22.2 -2.0 
Principal imports from U.S. (Jan-June 1983): Cereals and cereal preparations, $97. 3 million; 
non-electrical machinery, $135.9 million; chemical elements, $34.1 million; electrical 
machinery, $32.4 million; transport equipment, $27.7 million; textile fibers, $17.2 million.. 
Principal imports from abroad (Jan-June 1983): Mineral fuels and lubricants, $1,134.8 
million; non-electrical machinery, $430.2 million; base metals, $210.0 million; electrical 
machinery, $206.6 million; transport equipment, $139.1 million; cereals and cereal 
preparations, $128.3 million; chemicals, $123.6 million. 


a/ Comparison between that period in 1983 and similar period in 1982. Percent changes for 
data originally available in pesos were calculated using peso values and therefore will be 
different from dollar comparisons. 

b/ Peso values converted to dollars, using average exchange rate for the period. 

c/ Labor productivity measured in terms of net domestic product per employed person; peso 
values converted to dollars. 

d/ Legislated wage rates in pesos for non-agricultural establishments in Metropolitan Manila. 
e/ Weighted average of money market rates. 

F/ Reserves outstanding as of end of period. 


g/ For debt of over l-year maturity, as defined by RA 6142, as amended (Central Bank 
definition). 


p/ Preliminary 

rt/ Revised 

ources: Central Bank, National Economic and Development Authority, National Census and 
Statistics Office, Ministry of Labor. 
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ECONOMIC TRENDS REPORT 
- THE PHILIPPINES - 


SUMMARY 


Philippine economic performance in the first three quarters of 
1983 was reasonably good in the domestic sector but suffered from 
continued weakness in the external sector. There were significant 
increases in production and export of certain products in demand 
overseas, e.g. electronic devices, garments and some wood products. 
We believe that GNP growth will be close to 2 percent this year. 
The mining sector showed the highest growth rate during the first 
semester, up by over 21 percent while manufacturing was up by over 
10 percent (nominal annualized rate). While the inflation rate 
decelerated sharply to 7 percent (annualized) in June, by the end of 
the third quarter it began to rise and current projections are for 
an overall GDP deflator of 12 percent this year. The two 
devaluations of the peso, in June and October,will increase pressure 
on the inflation rate. 


The revised national budget for 1983 is P53.2 billion on an 
obligation basis, 13.8 percent of the projected GNP. Of this amount, 
P9.4 billion (2.44 percent of projected GNP) will be financed by 
government borrowing. The recently approved 1984 budget is P58.2 
billion, slightly below the originally proposed budget of P59.5 
billion but 9.4 percent above the 1983 obligation budget. The 
deficit in 1984 is projected to be P8.8 billion or 2 percent of 
expected GNP. In order to achieve the lower decifit levels in 1983 
and 1984, the government has had to make large cuts in planned 
capital expenditures on numerous large projects. This austere 
budget regimen is expected to continue for some time since revenues 
of the government have not increased as rapidly as hoped. The 
budget stringency signals fewer opportunities for new contracts for 
U.S. suppliers. 


Investment in the economy has been slow in 1983, while the 
Philippine government has projected that real gross domestic capital 
formation will increase by 2.6 percent during the year, most 
companies have adopted a tautious attitude towards new investment in 
light of the uncertain economic prospects caused by the lingering 
recession and, more recently, because of the social unrest following 
the assassination of opposition leader Benigno Aquino. During the 
first eight months of the year, total investment fell by 3.89 
percent from the level achieved in the first eight months of 1982. 
High interest rates and reduced government spending (noted above) 
were cited as the principal factors leading to the decline. Concern 
over the stability of the foreign exchange rate was also a factor, 
particularly for firms contemplating investments in facilities with 
large requirements for foreign capital goods. The recently 
announced 90 day moratorium on repayment of principal on most 
foreign debt is expected to seriously reduce, if not stop, new 
foreign investment for the next several quarters. 





The foreign debt of the country grew by 7.8 percent during the 
first semester from the end of 1982 to a total of $18.6 billion, 
including $4.6 billion in short-term finance. However, the Aquino 
murder and the two devaluations of the peso led to a surge of 
capital outflow in the third quarter (mostly short-term) which has 
reduced the debt by 600 to 800 million. This, in turn led to the 
request for the debt repayment moratorium mentioned above. Prior to 
these recent events, the Central Bank of the Philippines had imposed 
a strict review mechanism to monitor all new foreign borrowing in an 
effort to keep the level of foreign debt from rising beyond 
statutory levels. 


A dominant concern for the country has been the problem of the 
Balance of Payments (BOP) deficit. This concern was heightend by 
the third quarter external account statistics which put the BOP 
deficit at $1.41 billion, more than double the GOP's $600 million 
BOP target deficit for the entire year. The full year deficit is 
now expected to be over $1.6 billion. As noted above, capital 
outflow, combined with weaker than expected export performance, were 
the most important contributors to the BOP deficit. 


DOMESTIC ECONOMIC PERFORMANCE 


While certain sectors of the domestic economy showed signs of 
strength during the first semester, overall performance’ was 
disappointing. Real GNP grew at an annualized rate of around 2 
percent during the semester on the strength of the construction and 
service sectors of the economy- The National Economic Development 
Authority (NEDA) has projected that GNP will grow by 2.9 percent for 
the year as ae whole. To meet this target, second semester 
performance will have to be considerably better than was the case in 
the first semester. Given recent events in Manila, we do not 
believe such an upturn in the economy is possible. Private economic 
services here project lower figures for annual growth rate with one, 
the Center for Research and Communications, now estimating 1.7 
percent growth in GDP for the year. A drought in the coconut 
producing areas of the nation reduced copra output and rice 
production was also affected. There are sufficient rice stocks for 
domestic consumption, according to the National Food Authority (NFA) 
but no surplus for export beyond commitments already made. 
Production of other agricultural products has been mixed with a 
surplus in some products (e.g. pork, corn and chicken) and a dearth 
of others. Projected annual output in the agricultural sector is 
expected to fall by 1 percent. Governmental hopes for large 
investments in commercial agribusiness projects during the year, 
particularly from the foreign sector, have been largely 
unfulfilled. This sector remains a promising area for future 
investment and U.S. investors should remain alert to opportunities 
in the agribusiness industries in the Philippines. We do not expect 
large new investments until the political situation becomes clearer. 





The construction industry showed real strength during the first 
semester with an estimated annual growth rate of 8.3 percent in real 
terms. Private housing and some commercial building construction 
provided the bulk of the increase. Government assisted funding for 
home mortgages was considered a major factor in the strength of the 
construction sector. Such housing loans should continue to be made 
available despite the austerity program in the national budget 
mentioned above. High interest rates in the commercial lending 
market made it difficult to finance construction with commercial 
credit. The average commercial lending rate is expected to jump to 
24-26 percent for the rest of the year. A reduction in construction 
on large government-owned or sponsored projects must be anticipated 
as the austerity program continues and this may reduce the strong 
performance of the sector in the months to come. 


The financial sector also showed surprising strength during the 
semester as ceilings on interest rates were lifted and costs of 
funds grew less quickly. The broad money supply (M3) grew by 11 
percent but most of the growth was in time deposits. Ml grew by 
only 7.27 percent indicating the continued preference for higher 
yielding financial instruments over demand deposits or their 
substitutes. 


PHILIPPINE MONEY SUPPLY 
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The Manila Reference Rate remained fairly stable during the 
semester at around 14.5 percent but overnight funds’ were 
considerably higher at about 18 percent. Since the most recent peso 
value adjustment against the dollar in October and the moratorium on 
foreign debt repayment, the overnight rate jumped to about 29 
percent and is expected to remain high for the remainder of the year. 





FOREIGN TRADE 


The Philippines depends on foreign trade for a _ significant 
portion of GNP. The role of foreign trade, with a few exceptions, 
has grown in recent years. Imports reached 21.1 percent of GNP in 
1983. 


Table I 
($ Billions Current) 


1978 1979 1980 1981 1982 1983a/ 


7 6.1 79 7.7 
9.6 34.9 37.3 39.2 
0.6 22.1% 21.24% 19.6 


I. Imports 


4. 
II. GNP 24.2 
19.4 


zZ 
III. Imports/GNP 20. -6% 


The large share of GNP occupied by imports demonstrates the 
general vulnerability of the Philippine economy to_ external 
factors. The U.S. has traditionally been the Philippines' largest 
single trading partner, with Japan following close behind. During 
the first six months of 1983 the U.S. share of Philippine imports 
was 23.1 percent, or $858 million. 


IMPORTS 


TOTAL IMPORTS - $3.7 BILLION 
PHILIPFINE IMPORTS 
BY SUPPLIER 
(FIRST SEMESTER - 1983) 


This total was 2 percent lower than last year as total imports 
declined by 6.3 percent during the semester. Imports from Japan 
were hardest hit, falling 19 percent during the semester to $651 
million. As a result, the Japanese supplied share of Philippine 
imports fell by 2.3 percentage points almost offsetting the growth 
in Japanese import share which occurred last year. 


a/ Projections 
(Note: Dollar GNP figures were converted from Pesos at_ the 
following exchange rates). 1978 - 7.3781/$; 1979 - 7.3776/$; 

1980 - 7.5942/$; 1981 - 8.1312/$; 1982 - 8.5786/$; 1983 - 11.000/$ 





Principal imports during the period consisted of: 


Table II 
Philippine Imports 
($ Millions) 
JAN - JUNE* 


1983 1982 % Change 
Y/Y 


Petroleum and petroleum products 1,116 1,109 0.6 
Non-electrical machinery 430 483 (10.9) 
Base metals 210 246 3=(14.6) 
Elec. machinery, apparatus and 

appliances 207 194 6.6 
Transport equipment 139 151 (7.6) 
Cereals and cereal preparations 128 128 

Other 1,481 1,652 (9.2) 
TOTAL »/1l 3,963 (6.3) 
EXPORTS 


Exports were disappointing during the first semester, falling 
by almost 8 percent (Y/Y) to $2.4 billion. The U.S. was the largest 
buyer of Philippine exports with purchases of $823 million, up by 
4.5 percent. 


EXPORTS 
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In addition to the U.S., only the EEC increased purchases 
from the Philippines this year. Exports to Japan declined by 17.7 
percent to $505 million dropping the Japanese market share to 20.9 
percent from last year's level of 22.8 percent of all Philippine 
exports. 





Principal exports during the semester included: 


Table III 
Philippine Exports 
($ Millions) 
JAN - JUNE* 


1983 1982 % Change 
Y/Y 


Semiconductors 354 369 (4.2) 
Garments 234 269 (43.2) 
Sugar 203 210 (3.4) 
Copper concentrates 153 155 (2.7) 
Coconut Oil 193 245 (23.2) 
Gold 91 iD Zi. 
Other 1.185 1,296 ( 8.6) 
TOTAL 2,413 2,619 (7.9) 


While actual export earnings were off during the period, 
orders for some products were strong and second-half exports could 
improve if recent events do not reverse the trend toward recovery. 
While year-end tallies may show improvement, the country's inability 
to generate export earnings may continue to be a problem in the 
longer term since investments needed to modernize export-oriented 
industries have not been made in recent’ years. Continued 
over-reliance on commodity exports will characterize Philippine 
export earnings in the coming years. 


EXTERNAL ACCOUNTS 


The merchandise trade deficit is now projected to be over $2 
billion for the year and the current account deficit is expected to 
be about $2.6 billion, only slightly below the $2.8 billion current 
account deficit of 1982. Capital flows have been reduced in recent 
months and the balance of payments deficit for the year is expected 
to be over $1.6 billion. The table below shows the external account 
data thru the third quarter. 





Table IV 


Balance of Payments 
Third Quarter Totals 


(million US $) 
I. Current Transactions 
A. Merchandise trade (1,821) 


Exports 
Imports 


B. Non-merchandise trade 


Inf low 
Out flow 


C. Transfers 


Inflow 
Outflow 


Current Transactions (TOTAL) (2,241) 
II. Non-Monetary Capital 
D. Long-term loans 
Inflow 
Outflow 


E. Direct investments 


Inf low 
Out flow 


F. Short-term capital 
Non-Monetary Capital (TOTAL) 
G. Monetization of Gold 


H. Allocation of SDRs 


III. Overall deficit (1,441) 


NATIONAL BUDGET 


The Philippine Government has adopted strict austerity 
measures in an effort to reduce the projected budget deficit for 
1983 to a maximum of P9.4 billion for the year. 
into place in September, 1982 and have been strengthened throughout 
the ensuing year. There is good evidence that their efforts are 


having an effect since the first semester deficit was less than P4.5 
billion. 


These measures went 





Budgetary revenues during the semester were P22.5 billion with an 
additional inflow of 2.4 billion from non-budgetary sources for a 
total income of P25 billion. Expenditures were P29.3 billion 
resulting in a deficit of P4.3 billion for the six month period. 
Capital outlays declined from 29 percent of total expenditures 
during the first six month of 1982 to 22 percent this year while 
current operating expenses rose to 55 percent this year from 42 
percent last year. These austerity measures have slowed the growth 
of the economy to a considerable degree and there is little 
likelihood that they will be eased in the near future. The GOP is 
currently negotiating with the IMF on a new Standby Agreement which 
is expected to be even more stringent than the one it is to 
replace. The National Assembly has approved the. budget program for 
1984 putting the total obligation budget at P58.2 billion. Of that 
amount, no more than P8.8 billion is to be financed by borrowing. 
Achievement of that target should lead to reduced competition for 
domestic capital and reduced interest rates for all borrowers. In 
order to achieve it, however, the GOP will have to make hard 
decisions on the question of government participation in the private 
sector. In particular, equity participation by the government in a 
number of essentially private corporations will have to be greatly 
reduced or stopped. President Marcos recently ennunciated a policy 
to withdraw the government from the private sector except for public 
service enterprises. It remains to be seen how this policy will be 
implemented. The record is clear in one respect. Equity 
contributions by the government to corporations were reduced by 30.3 
percent during the first semester, falling to P2.4 billion. The 
very serious balance of payments and foreign debt repayment problems 
should accelerate the trend towards reduced direct government 
participation in the economy 


LABOR 


Official statistics on unemployment are not very meaningful 
because of the narrow definition involved and vagaries in the 
calculations. The official unemployment rate for the first quarter 
of 1983 was 5.9 percent, one of the highest quarterly rates in 
recent years. It was up 1.5 percent over the fourth quarter of 1982 
but up only .6 percent over the third quarter of that year. 
Underemployment (those working less than 60 days in a quarter and 
still wanting additional work) officially stood at 15.4 percent in 
the first quarter of 1983, down 1.1 percent from the fourth quarter 
of 1982 and up 2.7 percent from the third quarter of that year. 
Statistics on average wages are unavailable. In view of the 
economic circumstances, it is probable that unemployment’ and 
underemployment are continuing to rise and that real income 
continues to decline. 


In the wake of the June devaluation of the peso, the 
Government decreed the first mandated wage increases since March 
1981. Effective July 6, 1983, the minimum wage was increased by one 
Peso and the COLA by one and a half Pesos. The COLA was increased 
by another Peso on October 1. The COLAs apply to workers earning 
less than 1,800 Pesos per month. The total increase for workers at 
the minimum wage level was approximately 10 percent. 
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Another mandated wage increase is now being negotiated 
following the devaluation to U.S. dollar 1 = Pesos 14. A two-step 
increase is likely, the first to take place November 1 and the 
second December 1. The Trade Union Congress of the Philippines 
(TUCP) is calling for a 7 Peso increase. Management is warning that 
any large increases will force business closures. The Ministry of 
Labor appears tending toward a increase of 4 to 6 Pesos. 


Labor as an organized movement and as a social sector has 
remained largely aloof from the political events following the 
Aquino assassination, but is demonstrating more unrest and militancy 
in conjunction with the economic crisis, particularly following the 
devaluations. According to official statistics, the number of 
strikes declared in the first half of 1983 rose to 82 from 63 in the 
same period of 1982, while the number of workers involved declined 


from 19,142 in the first semester of 1982 to 16,511 in the first 
half of 1983. 


The Minister of Labor has publicly estimated a 20 percent 
contraction in the employment of Filipino labor in the Middle East, 
the largest overseas market for Filipino workers, as the countries 
of the area have cut back on development programs because of the 
drop in oil prices. However, any decrease has not yet shown up in 
official statistics. Overseas placements for the first semester of 
1983 were 228,869, up to 29 percent from the same period of 1982. 
The increase may be attributed to better monitoring of departures of 
workers from the Philippines. Unofficially, total foreign exchange 
generated on an annual basis is estimated at approximately $1.5 
billion, including that repatriated through the blackmarket and that 
retained in overseas accounts. The total is expected to remain 
fairly constant despite decreased total numbers of overseas workers 
as skilled workers and technicians replace unskilled labor. 


ENERGY 


Primary energy consumption during the first eight months of 
1983 rose by 3 percent over the corresponding period in 1982. The 
increase has been attributed to a rise in commercial and industrial 
activity as well as continuedgrowth in residential energy use. 


Imported oil remained the major source of primary energy 
consumption at 65.7 percent, down from 68.1 percent in 1982. 
Domestic sources of energy showed a corresponding increase from 32 
percent of the total in 1982 to 34 percent in the first eight months 
of 1983. 





Petroleum product consumption rose by 3.1 percent during the 
period, reflecting primarily increased consumption of fuel oil for 
power generation during the severe drought which affected the 
country in late 1982 and the first half of 1983. There was a trend 
toward increased diesel consumption (4.4 percent increase) and’ 
premium gasoline (up 6.2 percent), while regular gasoline 
consumption continued its decline (down 9.9 percent) during the 
period. 


PRIMARY ENERGY SOURCES 
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In June, the government granted oil companies an 
across-the-board price increase of 32 centavos/liter for petroleum 
products. The increase was made necessary by the 7.8 percent 
devaluation of the peso which took effect in June. A second 
devaluation of 21 percent was announced by the government in 
October. Consequently, a new round of price increases in petroleum 
products is under consideration and may be announced in November or 
December of 1983. Petitions by oil companies reportedly have varied 
in the range of 75-91 centavos/liter. An across-the-board increase 
of 80 centavos/liter would mean percentage increases of 14.6-33.3 
percent depending on the product. 


Electrical utility rates have also risen sharply this year. 
Since the beginning of 1983, the National Power Corporation's rates 
in the Philippines have increased by an average of 44 percent. A 
moderate increase in the price of fuel oil and diesel oil in 
November could mean a total increase during 1983 of 65 percent or 
more. 


Despite the foreign exchange problems being experienced by the 
country in general, National Power Corp. plans to go ahead with a 
number of power development projects in 1984. Projects still slated 
to begin in 1984 include a 300 MW coal plant (Batangas II), a 110 MW 
geothermal development in Negros (Palimpinon II), a 112 MW 
geothermal project in Leyte (Tongonan II), a 100 MW coal plant in 
Mindanao (Bislig 1), two diesel-fired power barges and a 
diesel-fired plant in Zamboanga. Plans for these projects will be 
reviewed periodically in light of changing economic conditions and 
are subject to change. 





Oil production during the first eight months of the year 
showed a marked increase over the same period in 1982. Production 
rose from 1.9 million barrels in 1982 to 4.1 million barrels in 
1983. The increase indicates increased production rates of existing 
wells and not the addition of new wells. Oil exploration in the 
Philippines has slowed considerably since 1980, reflecting the 
relative lack of success in past exploration activities and the 
effects of the current situation in the international oil market. 
However, some drilling activity is planned for off-shore areas near 
Palawan and on-shore, in Central Luzon. 


EXCHANGE RATE 


As mentioned above, the exchange rate of the Peso has 
deteriorated over the past year, falling from an average rate of 
8.5786 pesos per dollar during 1982 to an official rate of 14 pesos 
on October 6, a decline of almost 39 percent (IMF basis) from last 
year. The depreciation occurred in three distinct stages; the first 
semester saw the rate fall from P9.2/dollar in January to 
P10.14/dollar (-9.3 percent) in mid-June, the peso was then devalued 
to Pll/dollar (-7.8 percent) on June 23 and, on October 5 it was 
again devalued to P14/dollar (-21.43 percent). 


FOREIGN EXCHANGE RATES 


Against the Japanese yen, the rate of depreciation has _ been 
similar. Between January and early October, the peso declined by 35 
percent against the yen, by 29 percent against the Deutsche Mark and 
by 32 percent against the Pound sterling. The uncertainty over the 
prospects for significant improvement in the current account balance 
will tend to put additional downward pressure on the exchange rate. 
Some improvement in the trade balance has already been noted but the 
deterioration in the capital accounts will more than offset those 
gains and we should expect to see further adjustments in the value 
of the peso in coming months. 





IMPLICATIONS FOR UNITED STATES TRADE 


Recent events, particularly an estimated 9-month balance of 
payments deficit of $1.4 billion, have led to further constraints on 
the importation of goods from abroad. A 3 percent “administrative 
fee" on all imports was put into effect earlier in the year and, as 
previously mentioned, a limit placed on imports of more than $50,000 
per month under letters of credit (L/C). All import L/Cs have to be 
paid for at the date of purchase rather than at the date of 
delivery. The current debt "standstill" has stopped almost all L/C 
issuance, at least temporarily. 


The GOP has taken these measures to severely restrict imports 
in order to preserve foreign exchange. They will have a negative 
effect on U.S. exports to the Philippines. 


As part of the GOP's austerity drive, many of the 11 major 
industrial projects have recently been shelved. On those that are 
still going forward, the bid process has been completed or nearly 
completed so that opportunities for U.S. suppliers are basically 
limited to “add-on" projects or as suppliers to main contractors. 
The status of each of the remaining projects is reviewed below. 


1. Copper Smelter - Project is complete but there is a copper 
fabrication plant. planned. The copper fabrication plant is in the 
bid evaluation stage with one U.S. company in a consortium that is 
bidding on this project. Given current economic conditions it is 
probable that this project will be shelved. 


2. Integrated Steel Mill - Phase I is near completion. Phase II is 
undergoing contract re-negotiation and Phase III is in the bid/award 
stage. Two U.S. consortiums are in the final bid process on Phase 
III. This project is being carefully reviewed and it is possible 
that it will be shelved. 


3. Phosphate Fertilizer Complex - This project is almost completed, 
and there are two add-on projects that are likely to proceed. These 
are: 


A. Phosphate Rock Mining Project - Feasibility study is in 
bid-award stage. A U.S. consultant is in the final 


short-list of consultations. If this goes forward there 
will be significant opportunities for U.S. suppliers of 
mining and processing equipment. 


B. Gypsum Board Plant - This is also likely to go forward, 
but the technology required is Japanese and there may be 
little opportunity for U.S. sourcing. 





4. Diesel Engine Manufacturing Plant - The light diesel plant is 
complete. The heavy diesel plant has been shelved. 


5+ Heavy Engineering Industry - The bidding stage is well underway 
and all bids are in. There do not appear to be significant new 
opportunities for U.S. suppliers and the project is a likely 
candidate for shelving; particularly if the Iligan Steel Mill is 
postponed. 


6. Rehabilitation and Expansion of the Cement Industry - Phase I, 
the conversion from oil to coal power in the eight largest plants is 


complete. Further investment is unlikely at this time. 


7. Coconut Chemical Industry - This project is well underway. 
There are no apparent areas of opportunity for U.S. suppliers. 


Interested firms may contact the Department of Commerce Field Office 
nearest them or the Office of the Commercial Counselor in Manila for 
further information about these projects. 


The Ministry of Energy will probably continue to develop the 
nation's coal and geothermal resources in order to further reduce 
the purchase of fuel oil. The U.S. Trade and Development Program 
has provided more than $1,000,000 in grant funds for feasibility 
studies to be conducted by U.S. consulting firms for the development 
of coal resources in Semirara and Cebu. These studies involve 
mining, processing, and transportation and as they progress there 
will probably be significant opportunities for U.S. suppliers. It 
is not likely that hydro-electric, synthetic fuel, solar, 
dendro-thermal, and bio-mass technology will be pursued on a large 
scale in the near term, but some opportunities may be available in 
these areas for small scale projects. 


The consulting contract for the development of a national 
telecommunication system has been awarded to a U.S- consortium 
including A.D. Little and Teleconsult. Eventual expenditures for 
the total system are estimated to be between $700,000,000 and 
1,500,000,000. However, it is not likely that the study will be 
completed within the next 18 months and the bid tender documents are 
probably 2 years away from publication. This is a good area for 
development of contacts and preliminary marketing efforts. 


At the present time, there is a market demand for the 
following products: 


1. Computers and related equipment 

2. Metalworking and manufacturing equipment 
3. Security, safety equipment 

4. Mining and extraction machinery 

5. Analytical and scientific instruments 





However, present import restrictions will make it very 
difficult to conclude transactions in spite of the need for these 
products. 


While U.S. export trading companies will face difficulty in 
exporting U.S. products to the Philippines, they will probably enjoy 
high margins on Philippine products that are imported to the U.S. 
due to the exchange movement. A recent study indicates that the 
Philippines enjoys competitive potential in the US and OECD markets 
in over 200 product categories based on comparative wage and 
shipping rates. Many of these products are not currently being 
manufactured here and should offer potential investors good 
opportunities. 


The U.S. Department of Commerce (USDOC), in cooperation with 
the Embassy, will be conducting the following trade promotion 
activities in Manila in the near future. Some of the catalog shows 
may be shown in Cebu and Davao as well. Any firm interested in 
participating should contact its nearest USDOC District Office. 


Event Schedule for FY'84 


11/15-17/83 Printing & Graphic Arts - Spinoff 

12/83 High Level Trade Mission 

2/20-23/83 Electronics Investment 

3/13-16 Coal Expo '84 

3/24-26 Architectural/Construction 

Engineering 

3/84 Agribusiness Investment Mission 

3/84 Food Processing & Packaging 

4/84 Chemical & Petrochemical Equipment 

5/2-3 Aviation and Helicopter Services 

6/84 State of New Jersey Medical Equipment 

7/84 Agricultural & Industrial Chemicals 

7/84 Machine Tools 

8/15-17 Plastic Manufacturing & Raw Materials 
Food Processing/Packaging/Dairy 


SM - Seminar Mission; VC - Video Catalog Show; 
TFO - Trade Fair (Primary recruitment overseas); RC - Regular 
Catalog Show; TM - Trade Mission 





INVESTMENT CLIMATE 


Normally, with some exceptions foreign investors may own up to 
40 percent of any non-retail business. In order to have 100 percent 
foreign ownership, a business must be classified by the Board of 
Investments (BOI) as either "Pioneer" or be fully export oriented. 
Labor intensive and export oriented business can receive substantial 
investment incentives from the BOI. 


The BOI wishes to encourage foreign investment in the 
Philippines, provided that such investment does not displace or 
disrupt existing national capacity and offers future possibilities 
for local participation and upgrading of technology and systems. 


It should be noted that many of the import restrictions 
imposed on ordinary commerce do not apply to “Pioneer” industries or 
export-oriented industries. In most instances, capital goods for 
these industries may be imported free of most duties and taxes. As 
a result of the peso devaluation, the cost of establishing a local 
business has been dramatically reduced particularly in the areas of 
construction costs, local materials and labor. 


Potential investors are urged to contact the Embassy or their 


local USDOC District Office for specific information on investments 
in various industry sectors in the Philippines. 


® U.S. GOVERNMENT PRINTING OFFICE: 1984-421-007:575 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPO you need to succeed in overseas business. 
RTING Overseas Business Reports (oBr’s) 
BLINDFOLDED? bring you detailed information on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect US. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 
Enclosed is $ 0 check, a 
C money order, or charge to my Total charges $_____——__—sF'illl in the boxes below. 


Deposit Account No. : Credit 


eo Gedvo. COOP) 


Expiration Date 
Order No. Month/Year Lee 


Enter my subscription to: [] Overseas Business Reports at $44 per year ($55 overseas) For Office Use Only 


Foreign Economic Trends at $90 ($112.50 overseas) Quantity Charges 


Company Name Enclosed 

To be mailed 

wm s Name—First. Last Subscriptions 
| Postage 

Street address Foreign handling 


MMOB 
City State ZIP Code 


' ||| I OPNR vee 
| | Discount 


PLEASE PRINT OR TYPE Retund 


(or Country) 





Confused about Export Then go tothe source for your answers. 


The Export Administration Regulations, a 


Licensing Requirements? ing exports US. product, enowers 
= a ts on export licensing 


e When is an export license necessary? 
e When is it not necessary? 
e How do | obtain an export license? 
e What policies are followed in consider- 
ing license applications? 
e How do | know when the policies 
change? 
eannbone e Are there restrictions on exports to cer- 
tain countries? 
e Are restrictive trade practices and boy- 
cotts prohibited? 
e Do! need a license to ship technical 
data? 
e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


a 
S8ea8 s8 


Use the order biank below to begin your sub- 
scription to the Export Administration Reg- 
ulations 


SUBSCRIPTION RATES 


In the United States $ 95.00 
To foreign countries $118.75 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 


ORDER FORM To: 


Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is $__.__ 0) check, at 
CI money order, or charge to my Total charges $_______— Fill in the boxes below. 
Deposit Account No. 


Credit 


Moorooo-o cago. LLLTITTITTITITITI TIT) 
Expiration Date 
Order No... Month/Year CT TT) 


Please send me et(s) of the US Department of Commerce Export Administration Regulations 


tary Export Adminstration Bulletins for the publication period beginning October 1, 1983 


and ‘ 


Name—First, Last 
Ld name or additional address line 


treet address 


ity State ZIP Code 


(or Country) ' 
PLEASE PRINT OR TYPE 





Looking for 
an overseas 
BUYER? AGENT? 
DISTRIBUTOR? 


To receive a free 
Trade Lists index 


Find one or find out about 


the full range of Com- 


/ n the merce export aid 
products, write 


Commerce to Commerce in 
Department : CW Washington, D.C. or 


contact your nearest 


Trade Lists Commerce district office. 


The Washington address is: 


U.S. Department of Commerce, 
International Trade Administration, 
Trade Lists, Room 1324, 
Washington,D.C. 20230. 


Trade Lists: The indispensible overseas marketing tool 
Trade Lists: Names and addresses of overseas buyers, agents, distributors 
Trade Lists: Names provided by U.S. Government foreign commercial officers 


Ask about some of the other Commerce export aid products such as credit reports on 
overseas companies, foreign market research surveys, agent searches and computer database 
retrievals. 





